
Exempt Organizations Workshop



• Major types of exempt organizations

• Applying for tax-exempt status

• Activities that can jeopardize tax-exempt 

status

• Unrelated business income (UBI) basics

Workshop Objectives (first hour) 
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• Filing requirements

• Form 990 highlights
• Automatic revocation issues

• Public inspection requirements

• Recent developments

• IRS resources for exempt organizations

Workshop Objectives (second hour) 
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An exempt organization is

A trust, association, or corporation that is 

described in the Internal Revenue Code as 

exempt from Federal Income Tax.  

What is an Exempt Organization?
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Charitable § 501(c)(3)

Unified fundraising campaigns, 
private schools, churches, 
foundations

Civic/

Social Welfare
§ 501(c)(4)

Community service 
organizations

Labor/

Agricultural
§ 501(c)(5)

Labor unions, county or state 
agricultural fairs

Business Leagues/ 

Professional
§ 501(c)(6)

Chambers of commerce,
professional organizations

Social Clubs § 501(c)(7)
Country clubs,
swim clubs

Types of EOs
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Exemption from federal income tax

For 501(c)(3)s (and some others)
• Tax-deductible contributions

For 501(c)(3)s only
• Tax-exempt financing
• Reduced postal rates
• Retirement plans
• State-level benefits 

Benefits of Exempt Status
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• 501(c)(3)
– Complete Form 1023 or

– 1023-EZ, if eligible

• Submit user fee
– Form 1023:  $600

– Form 1023-EZ:  $275

• Fees subject to change – verify on IRS.gov

How to Apply for Tax-Exempt Status
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• 501(c)(4)
– Submit Notice 8976 within 60 days of formation 

(required) 

– Complete Form 1024-A for recognition of 

exemption (optional)

• 501(c) “other” 

– Submit Form 1024

• Submit user fee (subject to change – see IRS.gov)

– Form 8976:  $50

– Forms 1024-A, 1024:  $600

How to Apply for Tax-Exempt Status
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Two Part Test

To qualify for exemption, an organization must 
be

Organized

and

Operated

for an exempt purpose

9



Organizing document must

• Limit purpose as stated in 501(c)(3)

• Distribute assets for 501(c)(3) purposes upon 

dissolution

• Not allow more than an insubstantial amount of 

non-exempt activity

Examples of organizing documents

• Articles of Incorporation, Trust documents, 

Articles of Association, Constitution

Organizational Test for 501(c)(3)
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• Articles of Incorporation

• Trust document

• LLC Articles of Organization

• Articles of Association

• Constitution

Organizing Documents – Examples 
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• Activities must further organization’s 

stated exempt purposes

• Limit participation in some activities

• Refrain from participating in some 

activities

Meeting the Operational Test – 501(c)(3)
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• Private Foundation

• Public charity

– Activity (church, school, hospital, medical or agricultural 

research) – 509(a)(1)/170(b)(1)(A)(i), (ii), or (iii), or (ix)

– Broad financial support – 509(a)(1)/170(b)(1)(A)(vi)

– Exempt function revenue (museums, performing arts 

organizations) – 509(a)(2)

– Supporting organizations – 509(a)(3)

– Organizations that test for public safety – 509(a)(4)

Foundation Classification – 501(c)(3)
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• Private benefit / inurement – 501(c)(3), 501(c)(4) and 

certain others

• Excessive lobbying activities – 501(c)(3)

• Any political campaign intervention – 501(c)(3)

• Failure to meet filing requirements – all subsections

• Unrelated business activities, if a primary purpose – all 

subsections (“substantial” purpose for 501(c)(3))

Jeopardizing Exempt Status
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• Organization should serve a “public 

interest”

• Organization’s “insiders” (disqualified 

persons) may not benefit excessively 

(excess benefit transactions)

Private Benefit / Inurement
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Attempting to influence legislation

Lobbying
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Legislation includes action by Congress, state 

legislatures, local councils or similar governing bodies, 

with respect to acts, bills, resolutions or similar items 

(such as legislative confirmation of appointive office). It 

also includes action by the public in referenda, ballot 

initiatives, constitutional amendments or similar 

procedures. It does not include actions by executive, 

judicial or administrative bodies.

Legislation – defined
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Attempting to influence legislation includes

• Contacting, or urging the public to contact, 

members or employees of a legislative body for 

the purpose of proposing, supporting or opposing 

legislation, or

• Advocating the adoption or rejection of 

legislation.

Lobbying – defined

18



Measurement methods for 501(c)(3) organizations

• “Expenditure” test: violation results in

excise tax and/or revocation of exemption

• “Substantial Part” test: violation may result in 

revocation of exemption

“Expenditure” test election (section 501(h)) made on 

Form 5768; churches and their integrated auxiliaries, and 

private foundations cannot make this election

Measuring Lobbying
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Direct and indirect candidate support

• Contributions

• Public statements for/against a particular 

candidate

• Participation in campaigns

All Prohibited

Political Activity by 501(c)(3)s
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• Organizations leaders may speak for themselves 

as individuals – make this clear when doing so

• Organizations or leaders may speak on public 

policy issues

• Organizations may sponsor forums/debates
– Equal opportunity to all candidates

– No support or opposition indicated

– No political fundraising

Permitted Activities
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• 21 examples

• Describes permitted activities

• Describes prohibited activities

• Available on IRS.gov (use search box)

Revenue Ruling 2007-41

22



• Failure to file required return or notice 

(Form 990, 990-EZ, 990-PF or 990-N) for three 

consecutive years results in loss of exemption

• Organization must re-apply, pay appropriate user 

fees, may need to meet additional requirements.

Filing Requirements
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• Trade or business activity

• Regularly carried on

• Not substantially related to organization’s 

exempt purpose

• Disallowed transportation fringe benefits 

(new section 512(a)(7))

Unrelated Business Income
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• Advertising

• Gaming

• Sale of merchandise and publications

• Management or other similar services

Examples of UBI Activity
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• Activities conducted by volunteers

• Convenience

• Sale of donated merchandise

• Distribution of low cost articles 

• Convention or trade show

• Sponsorship

• Bingo

Activities Deemed Not Unrelated
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• Interest and dividends

• Royalty income

• Rental income

• Gains and losses from sale of property

UBI Exclusions
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• Code doesn’t restrict type/amount of fundraising

• Evaluate fundraising effort

– Does it meet UBI definition?

– Does UBI exception apply?

• Report, pay any tax due

• Make sure activity doesn’t become “substantial”

Resource: Publication 598 - Tax on Unrelated Business 

Income of Exempt Organizations 

Fundraising by EOs
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• Required for gross UBI $1,000 or greater

• Separate unrelated trades or business must report 

separately (new section 512(a)(6))

• In addition to Form 990 requirement

• Due 15th day of 5th month after tax year ends

• Return must be filed even if no tax due

UBI – Form 990-T
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BREAK
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Filing annual Form 990-series return or notice

– Meets IRS requirement

– Provides public accountability

Accurate, timely completion helps maintain 

exemption

Annual Information Returns and Notices
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Most 501(c) organizations are required to file

Exceptions – churches and conventions or

associations of churches

Who is Required to File?
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Private foundations - Form 990-PF

Most small Organizations – Form 990-N

Medium-size organizations

Form 990-EZ

Large organizations

Form 990

Which Form 990?
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All organizations May file Form 990

Gross receipts below 
$200,000 and total assets 

below $500,000
May file 990-EZ

Gross receipts normally ≤ 
$50,000*

May file Form 990-N

Which Form 990?

*509(a)(3) supporting organizations cannot file Form 990-N

Note: All private foundations (any size) file Form 990-PF
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Forms 990, 990-EZ, and 990-PF are due

• 15th day of the 5th month after the 
organization’s accounting period ends

• Request extension with Form 8868
on or before the due date

File Form 990-N (e-Postcard) any time during year 
following tax year

When To File?
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File for every fiscal period after formation or 

incorporation

• Including periods prior to requesting exemption

• Including while waiting for IRS decision on 

exemption application

When to Begin Filing



• Required for non-PF
– With assets of $10M or more at tax-year end

– Filing 250 or more returns of any type

• Required for PF
– Of any asset size

– Filing 250 or more returns of any type

Form 990-N is electronic only

Electronic Filing
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• IRS sends back incorrect, incomplete returns

• Follow instructions in letter

• Include “reasonable cause” explanation for 
errors

• Send corrected return, reasonable cause 
statement, copy of letter within 10 days to avoid 
penalties

• Return not filed until IRS accepts it

Incorrect, Incomplete Returns
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• Penalty is $20 per day, each day return is late

• Maximum of $10,000 or 5% of organization’s 

gross receipts (the lesser)

• If annual gross receipts > $1,000,000 – late filing 

penalty is $100 per day to a maximum of 

$50,000

Late Returns
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Form 990 allows an EO to show

• Organized/operated as a tax-exempt 

entity

• Tax-compliant

• Furthers its stated mission 

• Well governed and managed

Form 990 – Purpose
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Form 990 Core, Schedules, Instructions

Core Return – twelve parts

Sixteen Possible Schedules
• File only those applicable

• Most filers submit only a few

Instructions
• Sequencing list

• Glossary

• Appendices

• Compensation table
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Automatic Revocation Issues
• Automatic revocation looks back to date of formation

• File for every period after formation to avoid inadvertent 

auto-revocation

• If it happens, Revenue Procedure 2014-11 is guide

• Rev. Proc. Section 4 – streamlined, retroactive for small 

organizations

– 1st time auto-revocation AND

– Eligible for 990-N or 990-EZ for the 3 failed years AND

– Within 15 months

• Form 1023-EZ is available to 501(c)(3) organizations
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Public Inspection

Information Subject to Inspection
• Annual Information Returns (Forms 990, 990-

EZ, and 990-PF) – most recent three years

• Application for Exemption (Forms 1023, 1024, 

1024-A) 

• All schedules, attachments & supporting 

documents

• Forms 990-T for 501(c)(3) organizations
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Public Inspection
Information NOT Subject to Inspection
• Identification of contributors by name. Provide amount 

and nature of contributions. (PFs and certain political 

organizations must provide names.)

• Information approved for withholding in original 

application

Method, Time and Place – must be “reasonable”

Furnishing Copies – not required if information is 

“widely available”
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• Obtaining EIN for new organization requires SSN 

of responsible party (News Release IR 2019-58)

• Group exemptions:
– IRS no longer mails lists of parent and subsidiary 

accounts to central organizations

– Central organization must continue to provide updates 

within 90 days of the close of its tax year

• Rev. Proc. 2019-22 updates Rev. Proc. 75-50 to 

add a third method for providing notice of 

nondiscrimination policy

Recent Developments
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• New exemption application not required for

– Change in location

– Change from unincorporated to incorporated

– See Rev. Proc. 2018-15 for details

• New Form 1024-A for 501(c)(4) exemption
– Form 8976 “notice” still required

• Changes to Form 1023-EZ
– New text box for mission, activities

– New clarifying questions

Recent Developments
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Tax Cuts and Jobs Act
Provisions affecting exempt organizations
• Excise tax on certain compensation – see Notice 2019-09 

and final regulations issued 4/9/2019

• Tax on the net investment income of certain private colleges 

and universities – see Notice 2018-55 and final regulations 

issued 4/9/2019

• Treatment of separate unrelated trades or businesses – See 

Notice 2018-67

• Unrelated business taxable income attributable to 

transportation fringe benefit expenses – see Notices 2018-99 

and 2018-100
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Search for:

– Organizations eligible to receive tax-deductible 

charitable contributions

– Automatically revoked organizations

– IRS determination letters (dated on/after 

1/1/2014)

– Form 990-series returns (filed 1/2018 and later)

– Form 990-N (e-Postcard) filers

Tax Exempt Organization Search
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Business Master File - EOs
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Business Master File - EOs



EO Update – free e-newsletter
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IRS.gov/charities
Customer Account Services (toll-free)

877-829-5500

Publication 557, Tax Exempt Status for Your Organization

Internal Revenue Service

TE/GE Customer Account Services

P.O. Box 2508, Cincinnati, OH 45201

For More Information
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